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Fact Sheet on SB 403"

Senate Bill 403 will ...

» Discourage economic development across the state, especially in rural areas.

« Take away a property right from renewable energy producers without compensation.

» Send energy developers to states that actually encourage renewable development.

« Decrease the amount of federal stimulus money flowing to Montana earmarked for renewable
energy development.

How the REC/RPS system works now...

Utilities must purchase Renewable Energy Certificates (RECs) or an equivalent amount
of renewable power to fulfill their Renewable Portfolio Standard (RPS) requirements. 1 REC is
proof that 1 megawatt-hour (MWH) of electricity was generated by a renewable resource. RECs
are the property of the renewable generator which produces that power, are sold on an open
market, and are distinct from the renewable power itself. The income provided by RECs can
generate the incentive needed to finance and build renewable energy plants.

Every vear, a utility must purchase a certain amount of energy, or an equivalent number
of RECs, from renewable generators. 1t cannot apply an energy purchase to its RPS quota if the
RECs associated with that energy are sold to a third party buyer, because that would double-
count the value of the renewable energy on the market, devaluing and undercutting the e itire
REC system on a regional and national level.

What SB 403 changes...

SB 403 allows power purchased from QFs (small-scale renewable power generators
known as “qualifying facilities”) to count toward the utility’s Renewable Portfolio Standard
(RPS) requirement, even if the Renewable Energy Certificates (RECs) associated with that
power are sold to a third party.

The current REC/RPS system is designed to avoid double-counting. Senate Bill 403
destroys the value of the REC by allowing double-counting. The sale of RECs 1s an important,
and sometimes essential, part of financing a renewable energy project and incentivizing
renewable plant development. No one will buy a REC on the open market where the energy
represented by that REC has already been used to meet someone else’s RPS requirement.
Developers will not build in Montana when doing so would take away the value of their RECs.

As a legal matter, SB 403 undermines the intent of the RPS law, which is to encourage
renewable energy development, specifically small-scale projects. It could be considered a taking
of QFs’ private property without compensation, because it would destroy the market value of the
RECs owned by QF projects currently and prospectively selling power in Montana.

As a practical matter, passage of SB 403 will send federal stimulus grants, loan
extensions, and tax incentives for renewable generation projects, and the thousands of jobs and
rural economic development opportunities associated with dispersed, small-scale wind
generation to other states. Montana is already becoming known as a state hostile to wind and
hydro developers. SB 403 will only push us further back.

) Prepared by Suzanne Bessette, Attorney for Montana Smail Independent Renewable Generators (MSIRG), March
7,2009. For more information, contact (406) 443-2211, sbessette@doneylaw.com
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69-3-2007. Cost caps. (1)

4

(2) A public utility that has not restructured pursuant to Title 69, chapter 8, is not obligated to take electricity
from an eligible renewable resource unless the cost per kilowatt hour of the generation from the renewable
resource does not exceed by more than 15% the cost of power from any other alternate generating resource
available to the public utility.

(3) A competitive electricity supplier is not obligated to take electricity from an eligible renewable resource
unless the total cost of the electricity from that eligible renewable resource, including ancillary services, 1s less
than or equal 1o a cost cap determined by the commission based on:

(a) the cost of alternate power supplies available to the competitive electricity supplier; and

(b) the cost caps applicable to other utilities under this section.

History: En. Sec. 7, Ch. 457, L. 2005; Sec. , MCA 2005; redes. by Sec. 1, Ch. 220, L. 2007; amd. Sec. 4, Ch. 246, L. 2007.
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